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often than not imported. Much of the 
expansionary effect of such spending 
will, therefore, flow offshore.
Even much of the infrastructural 
spending proposed in the One Nation 
package will flow abroad as we ac­
quire imported road-making and rail- 
laying equipment. When the economy 
was chugging along the last time our 
import spending grew three times as 
fast as domestic spending. Nothing 
has changed in the structure of the 
Australian econom y to suggest a 
lowering of that ratio. Indeed, it may 
be said that thanks to continuing tariff 
reform our propensity to import may 
be all the greater. Witness our disturb­
ing tendency to import processed 
goods.
All this is seemingly of academic con­
cern to people like Greg. After six 
months on the dole (sorry, job search 
allowance) he qualified for job train­
ing allowance where he was given 
special access to a pool of jobs where 
the governm ent subsid ises the 
employer's wage-bill to the tune of 
$160 a week for some three months.
But for Greg, alas, no luck; the com­
petition and the numbers eligible for 
the scheme were far too fierce. Job sub­
sidies, although a drain on the budget, 
do make good sense. Such are the 
monstrously high 'on-line' costs as­
sociated with labour employment 
these days that some incentive, other 
than the socially divisive expedient of 
cutting wages, needs to be offered to 
business. There is a plethora of such 
costs, namely, workers' compensa­
tion, holiday loadings, the superan­
nuation levy and now Dawkins' 
training levy.
State imposed payroll tax is ancther 
impost. The states earn nearly $6 bil­
lion from taxing labour as an input 
into the production process. Is it not 
ludicrous to tax labour when there are 
easily over a m illion people un­
employed? It is even sillier when 
Australia is notorious for its high 
w age cost structure. There are, 
moreover, economic forces afoot that 
will ensure the continuation of this 
u ncom p etitive wage structure. 
Microeconomic reform has taken a
grip in the corporate sector. Com­
panies have used the recession as an 
opportunity to shed marginally un­
productive labour. The real danger is 
that the remaining workers on the 
companies' payrolls, under the guise 
of enterprise bargaining, can seek 
wage rises based upon their produc­
tivity having risen merely because of 
labour shedding. The higher real 
wage level that will then ensue makes 
it all the more difficult for the un­
employed to obtain jobs.
Paul Keating should strike out with 
his own version of 'new federalism' by 
bribing the states to axe the payroll tax 
and substitute some better means of 
revenue raising. This should cheapen 
the relative cost of labour and, allied 
with the demand-led kickstart to the 
economy, would give some hope of 
rescue from the economic scrapheap 
for Greg and the legions like him.
ALEX MILLMOW, a former Treasury 
Officer, teaches in economics at Charles 
Sturt University-Riverina.
Poor Perception
Two decades of declining economic performance 
overlaid by the current recession have seen increasing 
numbers of Australians cast aside. Issues of living 
standards and inequality have returned to the 
national psyche and the political agenda. Ahead of 
the next federal election both major parties have 
recognised the need to convince electors that past 
trends will be reversed once they regain (or achieve) 
office. Their rival blueprints have been subject to 
expert scrutiny, much of which has served to confuse 
all but the most quantitatively expert.
This is u nfortunate, though un­
avoidable. It is a complex task to assess 
the impact of major policy changes on 
people's economic circumstances and 
the inequalities between them. Claims 
that inequality has increased may 
make for a good story, but they often 
rest on methods and assumptions 
which are themselves challengeable 
and are generally neither explicit nor 
subject to scrutiny.
One aspect of the debate which all 
accept, however, is that it is valid to 
estimate how different people's in­
comes are likely to change in response 
to new policies and to infer from this 
how people themselves are affected by 
the change. This is, of course, normal 
practice which accepts that 'a dollar is 
a dollar' irrespective of who gets it. 
Recent research conducted at the So­
cial Policy Research Centre at the
University of NSW casts doubt on this 
simplistic view of the world, in the 
process shedding new light on old 
questions about how income is per­
ceived and how income changes 
translate into public perceptions of 
living standards and inequality.
The research is based on a national 
survey of a representative sample of 
Australians conducted in late 1988. 
Among other questions, respondents 
were asked to indicate the lowest in­
comes their household would need in 
order for them to be able to 'make ends 
meet'. Not surprisingly, responses to 
this question varied with actual in­
come, richer households indicating 
that they needed more income than 
poorer households just to make ends 
meet. Our analysis also revealed that 
several indicators of family need—the 
number of adults and children and 
whether the person was above or 
below pension age—affected the
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'making ends meet' income responses. 
In this sense, the responses conformed 
with existing measures of need as en­
capsulated in poverty lines, although 
the patterns revealed by the research 
differed substantially from those con­
tained in the poverty line developed 
by the Poverty Commission in the 70s.
The responses were used to derive a 
poverty line set at the income level at 
which people would, on average, in­
dicate that their current income is just 
enough for them to 'make ends meet'. 
This produced a poverty line of 
around $253 (in 1988) for a single per­
son, $281 for a couple and $310 for a 
couple with two children. The single 
person poverty line is well above the 
comparable Henderson poverty line 
of just over $151 a week and even fur­
ther above the adult dole rate in 1988 
of around $112 a week. However, the 
extent to which need increases with 
family size is less than implied by the 
Henderson measure; according to our 
survey, children cost around $15 a 
week each , com pared  w ith  the 
Henderson figure of around $45 a 
week.
Evidence of deprivation and severe 
financial hardship is also apparent in 
responses to the survey. For example, 
nearly 40% of the sample indicated 
that they had had difficulty making 
ends meet at some time over the pre­
vious year; 10% said they experienced 
situations where they didn't have 
enough money to buy food; 27% to 
buy clothing and 16% to pay for health 
care. Around one in six families indi­
cated that they couldn't afford to buy 
basic items for their kids, and 7% said 
that their children had to go without 
quite often. These figures are all the 
more disturbing because they predate 
the current recession. The picture 
would look a lot bleaker now. What is 
clear is that many Australians are 
living close to the edge and having to 
go without even the most basic items 
of food, clothing and health care.
We also found, not surprisingly, that 
housing costs were important, both 
private renters and those with a 
mortgage needing higher incomes 
than outright owners in order to make 
ends meet. More provocative are our 
findings that more highly educated 
People require higher incomes to 
Wake ends meet than those with less 
education, and that Liberal or Nation­
al Party voters need more than Labor
voters. It is difficult to put a precise 
figure on these differences because of 
all the other factors which are impor­
tant, but the differences remain after 
allowing for all these factors and are 
statistically significant.
At first glance it would seem that the 
role of political affiliation reflects more 
fundamental factors like social class 
and/or socio-economic status. Not so. 
Respondents were asked to assign 
their own class status—lower, work­
ing, middle or upper—but this vari­
able showed no association with their 
'making ends meet' responses. We 
d id n 't ask people their socio­
economic status, but two of the main 
dim ensions of this— income and 
education—are already controlled for, 
while the data we collected on a 
third—occupation—showed no role 
for this variable. In other words, politi­
cal affiliation has a role to play in ex­
plaining people's income perceptions 
which goes beyond the influence of 
social class or occupation.
The best way to illustrate our findings 
is with a couple of examples. Consider 
first a single ALP voter with no post­
secondary education, renting private­
ly, who earns the equivalent of 
average weekly earnings. The re­
search implies that (in 1988) they 
needed around $255 a week to make 
ends meet, a figure which compares 
with their actual after tax income of 
around $331. For a similar person with 
a three-year university degree, the 
'making ends meet' income level in­
creases by $15 to $270 a week.
For an identical Liberal/National 
voter, the figure increases further by 
$23 to around $293 a week. A two- 
child couple with a mortgage and 
three years of tertiary education on the 
dole requires $313 a week if they vote
ALP, but $339 if they vote Liberal or 
National Party. At income levels of 
twice average earnings, these figures 
increase to $388 and $421 respectively. 
Similar patterns emerge for other 
family types and, although the precise 
impact varies with actual income, 
there is a clear tendency for political 
affiliation to have a larger impact ($20 
to $30 a week) than either having a 
tertiary education ($15 a week) or 
having high housing costs ($5 to $15 a 
week).
It is important to be clear about what 
these results do and do not imply. 
What they do not provide is a case for 
paying higher social benefits to (or im­
posing lower taxes on) the more high­
ly educated or Liberal/N ational 
voters—though some might interpret 
Fightback! as doing precisely this. 
What people say they need to make 
ends meet may be important in under­
standing how well-off they feel, but 
one cannot give people more, just be­
cause they say they need it. We require 
objective evidence of unmet need 
before giving assistance if the system 
is to be fair, legitimate and sustainable.
Overall, our results show the impor­
tance of lifestyle factors and in­
dividual values and aspirations in 
determining how people actually per­
ceive their money incomes. In other 
words, we have for the first time clear 
evidence that to reduce questions of 
living standards, inequality  and 
redistribution to a purely monetary 
dimension will fail to capture the more 
subtle yet nonetheless im portant 
aspects which affect how real people 
actually lead their lives.
PETER SAUNDERS is head of the Social 
Policy Research Centre at the UNSW. The 
report is published by the Centre: PO Box 
1, Kensington NSW 2033.
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